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This Fact Sheet is a general guide to inform
the Public Housing Agency (PHA) and HUD-
assisted residents of the responsibilities and
rights regarding income disclosure and
verification. Since some of the requirements
vary by program, residents should consult their
PHA to determine the specific policies that

apply.

Why Determining Income and Family
Payment Correctly is Important

The Department of Housing and Urban
Development’s studies show that many resident
families pay the incorrect amount of rent. The main
causes of this problem are:

e under-reporting of income by resident families, and
® PHAs not granting exclusions and deductions to
which resident families are entitled.

PHASs and residents all have a responsibility n
ensuring that the correct family payment is paid.
Paying the correct amount eliminates fraud, waste.
and abuse.

PHAs’ Responsibilities:

Obtain accurate income information

Verify residents’ income

Ensure that residents receive the exclusions and
deductions to which they are entitled

Accurately calculate family payment

Recalculate family payment when changes in family
composition and income are reported between
annual recertifications (in accordance with PHA
policy)

In Public Housing. execute a lease with the tenant
In the Housing Choice Voucher program, provide a
copy of the required lease language

Provide tenant a copy of PHA determination of
income and family payment

Provide information on PHA policies upon request
Notify residents of any changes in requirements or
practices for reporting income or determining
family payment

Terminate tenancy for grounds allowed by federal
law

Residents’ Responsibilities:

Provide accurate information on family composition
Report all income at admission and annually (or as
required by PHA policy)

Keep copies of papers. forms, and receipts which
document income and expenses

Report changes in family composition and income

between annual recertifications (in accordance with
Public Housing and Housing Choice Voucher PHA

policy)
Sign consent for income verification and criminal
history checks

Comply with lease and House Rules

What is Total Income?
A family’s income before any taxes or other exclusions
or deductions have been taken out of it.

What is Annual Income?
Total Income — Income Exclusions = Annual Income

What is Adjusted Income?
Anmual Income — Allowable Income Deductions =
Adjusted Income



Family Payment (Total Tenant Payment)
The amount of rent a family will pay is the highest
of the following amounts:

30% of the family’s monthly adjusted income:
10% of the family’s monthly income;

Welfare rent (in States where applicable); or
Minimum Rent ($0 - $50 set by the PHA)

Annualization of Income

If it is not feasible to anticipate a level of income
over a 12-month period (as in the case of seasonal
or cyclic income). or the PHA believes that past
income is the best available indicator of expected
future income, the PHA may annualize the income
anticipated for a shorter period. subject to a re-
determination at the end of the shorter period.

What Counts as Annual Income for
Calculation of Family Payment?

Annual income means all amounts, monetary or

not, which:

e Goto, or on behalf of. the family head of
household or spouse (even if temporarily
absent) or to any other family member; or

e Are anticipated to be received from a source
outside the family during the 12-month period
following admission or annual reexamination
effective date: and

e Which are not specifically excluded.

¢ Annual income also means amounts derived
(during the 12-month period) from assets to
which any member of the family has access.

Annual income includes, but is not limited to:

e The full amount. before any payroll deductions
of wages and salaries, overtime pay.
Comumissions, fees, tips and bonuses. and other
compensation for personal services:

e The net income from the operation of a business
or profession. Expenditures for business
expansion or amortization of capital
indebtedness shall not be used as deductions n
determining net income. An allowance for
depreciation of assets used in a business or
profession may be deducted, based on straight
line depreciation, as provided in Internal
Revenue Service regulations. Any withdrawal
of cash or assets from the operation of a
business or profession will be included in
income, except to the extent the withdrawal is

reimbursement of cash or assets invested in the
operation by the family;

Interest. dividends. and other net income of any
kind from real or personal property.
Expenditures for amortization of capital
indebtedness shall not be used as deductions in
determining net income. An allowance for
depreciation is permitted only as authorized in
above section. Any withdrawal of cash or assets
from an investment will be included in income,
except to the extent the withdrawal is
reimbursement of cash or assets invested by the
family. Where the family has net family assets
in excess of $5.000, annual income shall
include the greater of the actual income derived
from all net family assets or a percentage of the
value of such assets based on the current
passbook savings rate, as determined by HUD:

The full amount of periodic amounts received
from Social Security. annuities. insurance
policies. retirement funds. pensions, disability
or death benefits, and other similar types of
periodic receipts, including a lump-sum amount
or prospective monthly amounts for the delayed
start of a periodic amount.

Payments in place of earnings, such as
unemployment and disability compensation,
worker’s compensation and severance pay.

Welfare assistance. If the welfare assistance
payment includes an amount specifically
designated for shelter and utilities that is subject
to adjustment by the welfare assistance agency
in accordance with the actual cost of shelter and
utilities, the amount of welfare assistance
income to be included as income shall consist
of: (i) the amount of the allowance or grant
exclusive of the amount specifically designated
for shelter or utilities: plus (ii) the maximum
amount that the welfare assistance agency could
in fact allow the family for shelter and utilities.

Periodic and determinable allowances. such as
Alimony and child support payments, and
regular contributions or gifts received from
organizations or from persons not residing in
the dwelling:

All regular pay. special pay and allowances of a
member of the Armed Forces.



Annual income does not include the following:

Income from employment of children
(including foster children) under the age of 18
years:

Payments received for the care of foster
children or foster adults (usually persons with
disabilities, unrelated to the tenant family, who
are unable to live alone):

Lump-sum additions to family assets. such as
nheritances, insurance payments (including
payments under health and accident insurance
and worker’s compensation), capital gains and
settlement for personal or property losses.
Amounts received by the family that are
specifically for, or in reimbursement of. the cost
of medical expenses for any family member:
Income of a live-in aide. as defined in §5.403;
The full amount of student financial assistance
paid directly to the student or to the educational
institution:

The special pay to a family member serving in
the Armed Forces who is exposed to hostile
fire:

Amounts received under training programs
funded by HUD:

Amounts received by a person with a disability
that are disregarded for a limited time purposes
of Supplemental Security Income eligibility and
benefits because they are set aside for use under
a Plan to Attain Self-Sufficiency (PASS):
Amounts received by a participant in other
publicly assisted programs which are
specifically for or in reimbursement of out-of-
pocket expenses incurred (special equipment,
clothing, transportation, child care. etc.) and
which are made solely to allow participation in
a specific program:

Amounts received under a resident service
stipend. A resident service stipend is a modest
amount (not to exceed $200 per month)
received by a resident for performing a service
for the PHA or owner, on a part-time basis, that
enhances the quality of life in the development.
Such services may include, but are not limited
to, fire patrol. hall monitoring. lawn
maintenance, resident initiatives coordnation,
and serving as a member of the PHA’s
governing board. No resident may receive more
than one such stipend during the same period of
time:

Incremental earnings and benefits resulting to
any family member from participation in
quality State or local employment training

programs (including training programs not
affiliated with a local government) and training
of a family member as resident management
staff. Amounts excluded by this provision must
be received under employment training
programs with clearly defined goals and
objectives, and are excluded only for the period
during which the family member participates in
the employment training program;

Temporary, nonrecuiring or sporadic income
(including gifts):

Reparation payments paid by a foreign
government pursuant to claims filed under the
laws of that government by persons who were
persecuted during the Nazi era:

Earnings in excess of $480 for each full-time
student 18 years old or older (excluding the
head of household and spouse):

Adoption assistance payments in excess of
$480 per adopted child:

Deferred periodic amounts from supplemental
security benefits that are received in a lump
sum amount or in prospective monthly
amounts.

Amounts received by the family in the form of
refund or rebates under State or local law for
property taxes paid on the dwelling unit:
Amounts paid by a State agency to a family
with a member who has a development
disability and is living at home to offset the cost
of services and equipment needed to keep the
developmentally disabled family member at
home: or

Amounts specifically excluded by any other
Federal statute from consideration as income
for purposes of determining eligibility or
benefits under a category of assistance
programs that includes assistance under any
program to which the exclusions are set forth.

Other Income Exclusions

Federally Mandated Income Exclusions --

The following statutory exclusions apply to HUD-
assisted and other government programs:

The value of the allotment provided under the
Food Stamp Act of 1977.

Payments to volunteers under the Domestic
Volunteer Services Act of 1973

Payments received under the Alaska Native
Claims Settlement Act (cash including cash
dividends on stock received from a Native
Corporation and on bonds received from a Native






